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§1.936-1

section for 2008 because he has income de-
rived from sources within Possession G as
determined under the rules of section 937(b)
and §1.937-2.

(iii) For 2009, assuming that B otherwise
satisfies the requirements of section 937(a)
and §1.937-1(b), B qualifies as a bona fide
resident of Possession G. Therefore, section
935(b)(1)(B) and paragraph (b)(1)(ii) of this
section apply to B for 2009, and he must file
his income tax return with Possession G
under paragraph (b)(1) of this section. Pro-
vided that B properly files such return and
pays his income tax liability to Possession
G, B is relieved of liability to file an income
tax return with, and to pay an income tax to,
the United States for 2009 under paragraph
(b)(6) of this section.

Example 2. (i) The facts are the same as in
Example 1 except that B’s employment ter-
minates in June 2011. B properly pays his
April 2008 estimated tax to the United
States, continues to pay estimated tax for
the 2008 taxable year to the United States
under paragraph (d) of this section, and prop-
erly files his 2008 return with the United
States.

(ii)(A) On the date of each payment of esti-
mated tax in 2009, B reasonably believes that
he would be required to file his return for
2009 with Possession G under paragraph (b)(1)
of this section.

(B) In August 2009, B determines that he
has overpaid tax for the previous year in the
amount of $1000. B properly pays all esti-
mated taxes to Possession G for 2009, sub-
tracting the $1000 overpayment from his esti-
mated tax payments pursuant to section
6402(b), and properly files his tax return with
Possession G.

(iii) In April 2010, B reasonably believes
that he would be returning to the United
States in the Fall of 2010, and properly pays
estimated tax to the United States. By June
2010, B reasonably believes that he would not
be moving from Possession G and would be a
bona fide resident of Possession G for the en-
tire taxable year. B makes his remaining es-
timated tax payments to Possession G. On
his 2010 tax return filed with Possession G,
pursuant to section 6315, B properly takes
into account payments made to both the
United States and Possession G as estimated
taxes.

(iv) In April 2011, B reasonably believes
that he would be a bona fide resident of Pos-
session G for the entire taxable year 2011 and
properly pays estimated taxes to Possession
G. By the time B pays his estimated taxes
for June 2011, B’s employment terminates
and he moves to State H. B properly makes
his remaining estimated tax payments to the
United States. On his return for 2011, prop-
erly filed with the United States, B deter-
mines that he has underpaid estimated taxes
throughout 2011 in an amount subject to pen-
alty under section 6654. B owes the United
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States an estimated tax penalty under sec-
tion 6654.

(g) Effective/applicability date. Para-
graphs (a), (b)), (b)(3), (b)(5) through
(b)(7), and (c) through (f) of this section
apply to taxable years ending after
April 9, 2008.

(Secs. 7805 (68A Stat. 917; 26 U.S.C. 7805) and
7654(e) (86 Stat. 1496; 26 U.S.C. 7654 (e)) of the
Internal Revenue Code of 1954)

[T.D. 7385, 40 FR 50261, Oct. 29, 1975, as
amended by T.D. 9194, 70 FR 18937, Apr. 11,
2005; T.D. 9391, 73 FR 19367, Apr. 9, 2008]

§1.936-1 Elections.

(a) Making an election. A domestic
corporation shall make an election
under section 936(e), for any taxable
year beginning after December 31, 1975,
by filing Form 5712 on or before the
later of—

(1) The date on which such corpora-
tion is required, pursuant to sections
6072(b) and 6081, to file its Federal in-
come tax return for the first taxable
yvear for which the election is made; or

(2) April 8, 1980.

Form 5712 shall be filed with the Inter-
nal Revenue Service Center, 11601 Roo-
sevelt Boulevard, Philadelphia, Penn-
sylvania 19155 (Philadelphia Center).

(b) Revoking an election. Any corpora-
tion to which an election under section
936 (e) applies on February 8, 1980 is
hereby granted the consent of the Sec-
retary to revoke that election for the
first taxable year to which the election
applied. (The corporation may make a
new election under §1.936-1 (a) for any
subsequent taxable year.) The corpora-
tion shall make this revocation by
sending to the Philadelphia Center a
written statement of revocation on or
before April 8, 1980.

(Secs. 7805 and 936(e) of the Internal Revenue
Code of 1954 (68A Stat. 917 and 90 Stat. 1644;
26 U.S.C. 7805 and 936(e)))

[T.D. 7673, 45 FR 8588, Feb. 8, 1980; T.D. 7673,
45 FR 16174, Mar. 13, 1980]

§1.936-4 Intangible property income
in the absence of an election out.

The rules in this section apply for
purposes of section 936(h) and also for
purposes of section 934(e), where appli-
cable.

Q. 1: If a possessions corporation and
its affiliates do not make an election
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